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A, Tno transportation system in Manchuria is meager and overburdened„ 
Destruction of railroad repair ©hops* transportation facilities, aad railroad 
yards would seriously interfere ■with the- flow of materials and ©qulpaont 
vital to Communist China*8 war effort. It would also seriously lumper pro¬ 
duct ion to the industrial centers in that area. 


45 The Material, supplied by CHE is arranged in accordance with the outline of 
the teams of reference for SE-S0, dated 19 HofteriMr 1951. The sections assigned 
to QER ay® 1 Aj H A, B s Gj XIX A; and A.aims A # A* 
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lie Shir-plug Embargo end Naval Blcckad®, 

A* Full Embargo on Exports to Communist China, 

China's foreign trade now follows the established Soviet Bloc 
pattern, With non^CoMaunist nations, China exchanges nonstratsgic 
materials (mostly agricultural products) for more or less strategic 
items, China's participation in Intra^Soviot Bio© trade is characterized 
chiefly by Interchange of strategic Items, Manufactured products flow 
eastward, and raw materj.al.rs are sent westward, China's dependence on 
strategic manufactured products continues to exceed Bloc dependonee on 
Chinese raw materials, 

Tin© current embargo on direct exports to Communist China by tho 
TJS is, on the whole, effective, Controls are not no effective from th® 
Hyukyu Islands and Japan, Embargoes by other Western countries vary in 
effectiveness, depending upon each country’s interpretation of strategic 
material©, Th® embargo is effective for most items on International list 
I, Bartug©1*8 failure to institute adequate controls in Macao and Timor 
now represents the principal gap. Export controls in Hong Kong appear 
to b» working fairly wall, although they have bean instituted too recently 
for a reliable estimate to bo made. Tho extensive smuggling which 
persists throughout the For Eastern area cannot be controlled by embargo 
measures alone, 

A complete and coordinated embargo by tho US and the other major 
Wsetem powers would probably reduce th© Chinese war potential and in 
soma Instances would saverely injur© the Chinese economy. Cutting off 
phariaaceuticals, truck® and replacement parts, md potroX®ran would 
present th© Chines© economy with very difficult replacement problems 
and would put a sever© strain on th© Soviet economy if it endeavored to 
fill th® gaps. In th© cam of cotton and rubber, th© existing supplies 
and domestic productive facilities are probably sufficient for basic 
needs for at least a year or even two, and uncontrolled alternative sources 
of supply are close at hand. 

Free ports and foreign trad© son©® all over the world continue to 
b© used for speculative storage, reconsignnwnt of materials, and evasion 
of national export controls in clandestine trade with th© Soviet Bloc, 
China continues to receive critical cargoes by m©ah© of this peripheral 
routing. A® long as Coylon md India and such Astern countziag as 
Switsorland, Swudsn, and too Sutherlands in offset encourage this -traffic 
by their present legislation, embargo measures cannot have full effect, 
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B 0 Control of Shipping, , 

Tho Chinese economy depends on four types of shippings (1) river, 

(2) coastal, (3) nearseas, and (li) oceanic,- Only tho latter throe can be 
reached by shipping controls or blockade. At present the total navigable 
river mileage is about 13*000 miles, A relatively norma! total 
requirement for Chinese river shipping is about 200,000 gross tone. Th© 
major part of China's inland waterborne commerce normally moves in larger 
vessels which ply the deep draft sections of the major rivers and engage 
in some coastal shipping. Thousands of junks, sampans, and other small 
power craft render irreplaceable service on thousands of miles of smaller 
rivers and canals, 

Tho chief ports of call in the coastal service have been those 
south from Shanghai, Northern and Manchurian ports principally servo 
their immediate hinterland, A relatively normal total raquiremant for 
Chinese coastal shipping is approximately 800,000 gross tons. 

Before World War IX, about 760,000 gross tons of shipping were 
engaged in the nearseas conrnercQ, Japanese and British vessels carried 
more than 7 $ percent of this trade, the Chinese share never reaching 
2 percent. Since the war, Japanese ships have not engaged in this trade, 
and the virtual elimination of Japanese supply sources has greatly reduced the 
volume of nearseas trade. The remainder can be effectively cut off by further 
shipping controls and blockade. 

Before World War II the principal oceanic shipping roTites extended 
to the two major world industrial centers, the US and northwestern Europe, 
British vessels dominated the European route, US ships were most evident 
on the trade rout© to Manila and the US, Japanese, German, and Norwegian 
vessels ware important in servicing both of these routes. 

Since the Communist seisure of power in China, the discrimination 
against foreign interests and the countermeasures taken by non-Floc 
countries have altered the pattern completely, The mainland is now 
serviced in very limited volume by Bloc-controlled vessels, chiefly 
fblish-flag vessels, and by blockade runners. This haphazard and 
frequently more or less clandestine traffic ignores established trade routes 
and is governed by the availability of bunkers, the location of strategic 
cargoes at transshipment points, and peripheral routing to avoid ® 2 qx>:rt 
controls and blockades. 
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Such charter, bunker, and transportation controls as now exist 
for trade with China are. In essence, unilateral measures** To date, 

COCO?' has evolved no unified charter or transportation controls, and 
bunkering ia regulated only by embargoes on commodities involved th©reln 0 
Th© work of the Planning Board for Ocean Shipping, established by the 
North Atlantic Treaty Council, has not yet progressed beyond the initial 
exploratory stag©,, The shipping controls envisaged in the recent report 
of the UN Collective Measures Gonad.tte© are basically unilateral measures, 
supplementary to direct controls over the export of commodities to an 
aggressor*, Maximum coordination of international shipping controls 
comparable in effectiveness to current US measures could deprive Communist 
China of moat shipping services except river traffic 0 

Co Naval Blockade *. 

During World War II, China demonstrated its capacity to survive 
without direct large-scale coastal, nearseao, and oceanic shipping*, The 
northern and western border areas today ore dominated by a major land 
power politically and militarily interested in the survival of Chinese 
Communism, In the border areas to the south and southwest of China, 
civil strife and anti-tfcstern agitation reflect the large-scale Communist 
infiltration along the communication routes that represented Chinese life 
lines in Ttorld War II, 

At present, China does not have the capability of transporting its 
maritime trade in Chinese ships. Of the limited cargoes now reaching China, 
the bulk is transported in non-Coramuniat-flag shipping* The increasing 
use of Polish vessels in recent months points up the growing importance 
of Poland's merchant fleet as the chief intra-Bloc shipping agent, 
Non-Coiaminist governments have abetted this program, unwittingly or under 
severe economic pressure, by allowing Poland to time-charter ships of 
their registries* The latter vessels, under existing controls, cannot 
be used in the trade with Communist China, but considerable Polish and 
other Bloc tonnage was thus released for uc© on the restricted Far Eastern 
routes* 

The application of broader shipping controls to the China trad®. 
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encompassing the merchant fiesta and busker and transshipment facilitio 
of the entire free world, could impoeo severe stress and difficult 
choices upon the Soviet Bloc in general and sould affect the economic 
potential of Communist China in particular® Effective Western charter 
and transportation controls could cause a revision particularly in 
Polish maritime policy, **dch might result in withdrawal of Satellite 
ships from China routes® Some Soviet vessels might be mads available 
to offset this® She use of alternative overland routes into China 
would be severely restricted fcy the hazardous nature, seasonal 
availability s and load limits of existing road end rail communications 0 
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III* Bombing Attacks throughout China * 

A* 

1* Aircraft Industry* 

China produces neither civilian nor military aircraft,, Chinese 
Air Force planes are sent from the USSR and assembled in certain areas of 
China and Manchuria, such as Mukden, Harbin, Changchun, and Canton,, 

Since the physical and technical requirements for assembly of aircraft 
shipped in are not difficult to fulfill, the destruction of such centers 
would have only a nuisance value* 

2* Shipbuilding and Repair Facilities * 

The primary impact of air and naval bombardment of Chinese 
shipbuilding and repair facilities would b© on the 11 leading shipyards 
located in coastal areas* Such destruction would deprive China and the 
Soviet Bloc of important facilities for the repair and maintenance of both 
merchant and naval vessels* 

Further inland, construction of wooden ships to maintain the 
all-important inland water transportation system comprises a vital segment 
of the Chines® economy* Destruction of such facilities at Huangpu, near 
Canton, and Hankow would eventually have a serious ®ffeet» 

3o Electrical and Electronics Industry* 

There are two or three electrical and electronic manufacturing 
installations in Communist China, but they produce only a vary small 
proportion of its requirements* Th® destruction of these installations 
would not materially affect China*s economic potential for war* 

feo Armaments Industry, 

Communist China has no large«scale armaments industry according 
to ifestem standards* Bio industry consists mostly of a vast complex of 
small, widely scattered units producing an extensive range of arms and 
sswinition* Bis Mukden arsenal at Shenyang is the largest producer of 
armaments* Destruction of this plant would reduce Communist Chlna*s 
armament production by approximately 2$ percent, creating-a deficiency 
that wuld piece additional requirements for supply before the USSR* 
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5* Nonfbrrous Metals and Wonmetallic Minerals* 

\ 

Communist China eupplioa the USSR with important quantities 
of tin and antimony* Destruction of tin and antimony smelters, while not 
seriously" affecting the Chinese economy or economic potential for war, 
would reduce supplies of these highly strategic commodities to the USSR* 

At Kechiu, in the southern part of Tunnan R?ov±nce, there is a tin smelter 
and refinery operated by the Tunnan 'JKLn Corporation* This is the largest 
and the only modern tin smelter in China, and tin production would b© 
considerably cut if this plant were destroyed* The principal antimony 
smelters of China are situated at Changsha, Hunnan Province* The USSR 
is short in th© supply of antimony, and China is its principal source© 

The destruction of the smelters at Changsha would curtail production 
considerably* Cement plants ere of particular importance to China 
because large quantities of cement are required in building construction 
As a substitute for iron and steel, which are in short Supply© Sron an ‘ 
engineering point of view, cement is an important part of highway 
and airfield production and maintenance * 

6 0 Machinery a nd Machine Thai Industries* 

The heaviest machinery is produced in plants located at Dairen, 
R*rt Arthur, Mukden, toahan, and Foshan* Machine tools also ar® produced 
at these locations and in the Nanking-Shanghai and Tientsin" Piping era as 0 
lighter type© of machinery are manufactured in th® latter two areas and 
in a few important cities far Inland, such as Chunking, Ghingts, Lanehow, 
and Kweilin* 

The destruction of the major part of the Chinese and 
Manchurian machinery and machine tool industries would not cripple (Maes© 
industry as a whole* The major part of needed machinery and machine tools 
are imported* During 1951, China has obtained th® major share of its 
machinery terou^i imports from th® Soviet Sloe countries* 

Specialised Chines© production of agricultural implements, 
textile machinery, and certain key items such as precision instruments 
■ is very small* Imports from non-Soviet Bloc areas have accounted 
recently for nearly all of China’s supply of thaso commodities* 

During th© Japanese invasion and in World War II, China 
demonstrated considerable capability in moving Its industrial plants 
inland for better protection from enemy action* Many of these plants were 
back in production-within a remarkably short period following relocation* 
According to recent information, tile Chines© Communist regime is again 
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iloylng industry away from congested port cities to interior points 
i ere nearer to rev material sources and domestic markets? 


7 * Steel Industry. 

1 fine Anehan steel mill is the largest and one of the most 

important steel plants in Communist China* Of a total 1950 production of 
500,000 metric tons of crude steel in CcrnsRunlst China, an estimated 
2)00,000 terns mere produced at Anahan* Destruction of the Auchan plant 
would deny essential steel to Chinese armament production and jeopardise 
both postwar rehabilitation and planned expansion of many other Chines© 
industries* 


On© of the largest molybdenite mines in the world is located 
at Itengchiachangtau in Manchuria, Destruction of the largo bsnafieiatlon 
plant there would eliminate the output of the mine Seem all further use? 
Industry in China does not make direct us© of this molybdenum output, 
almost all of the refined material being shipped to the USSR, where it is 
in critically short supply for use in steel for armaments and jet planes? 

v .• 

8 0 Ibtroleum Industry* 

It is estimated that the Chinese Communists are 75 percent 
dependant upon imports of petroleum product© from the Soviet Bloc, 
currently believed to be about 1,500 metric tons daily* ihe remaining 
25 percent of current consumption of petroleum products, amounting to 
500 metric tons dally, comes from indigenous sources (2iC0 metric tons 
daily) and smuggling from non-Bloc sources (100 metric tons daily). 

Of the 1)00 metric tons daily of petroleum products from 
indigenous sources, 150 tons are produced at Tumen in Kansu Province 
(1,200 miles inland) and are consumed in northwest China? The remaining 
250 tons daily of petroleum products from indigenous sources are produced 
at synthetic liquid fuel and oil Shale plants in Manchuria* These plants 
are less that $00 miles from Seoul, South Korea? On© of these plants, 
located at Shenyang (Mukden), is reported to bo producing synthetic 
lubricants* There is reported to be a sever© shortage of lubricants in 
Coimnuniat China, particularly for th© railroads* At Pushin a plant for 
producing petroleum products from oil ahal® is scheduled to produce an 
average of 150 tons daily in 1951© At Kinsi, near th© port of Hulatao, 
a topping plant wito a capacity of 2)00 tons daily is reported to be ■ 
operating, although probably not at capacity. 


— 8 «* 

Approved For Release 2001/^MaMOai|^S01011A000600010025-6 

CONFIDENTIAL 


Approved For Release 2001/08/31 




011AQ00600010025-6 


It is known that the USSR Far East region is deficient in 
petroleum products despite the Sakhalin oil production, so that exports 
to China must coma from western USSR or European Satellite sources,, 

Because of a lack of tankers^ nearly all of the required imports of 
1,500 tons daily must be delivered by the long haul over the Trans- 
Siberian Railway and the connecting Manchurian rail network® 

It appears that the destruction of the synthetic lubricants 
plant at Shenyang would have a particularly adverse economic effect on 
CJoinnruniet China® However, the destruction of any plants yielding 
petroleum products, such as those at Fushin and Kinsi, will seriously 
retard the essential flow of such products to the Chinese economy® 

It is obvious that the destruction of stockpiles of petroleum 
products and of transport facilities upon which imports depend will 
seriously reduce the availability of such products and retard the 
economic potential for war of Communist China® 

9® Chemical Industry ® 

The chemical industry of China is mad© up of a large number of 
small plants of no industrial importance® Practically all requirements 
for basic, intermediate, and finished chemicals are supplied by imports® 
Chemical requirements, although small, are nevertheless highly important® 

A denial of chemical imports by blockade would therefore seriously hurt 
the industrial economy of China® 

Manchuria is the center of the chemical industry of the 
norths as t provinces® The principal installations, previously but no 
longer of importance to China, are located within tho Soviet-controlled 
Port Arthur area, specifically at Kanchingtsu, near Dairen® 

China has no synthetic rubber capacity but is obtaining large 
quantities of natural rubber from Malaya® Hr® production is negligible® 
Fabrication of simple rubber articles such as rubber heels, soles, some 
belting, etc®, is carried on in numerous small plants in tho major cities® 
Destruction of plants making rubber products would have no.significant 
effect on supplying the requirements for rubber products of a war economy® 

10® Agriculture® 

The agricultural economy of Communist China, and thus the fowl 
supply, would not be significantly affected as a result of systematic 
air and naval bombardment, because food production is highly decentralized, 
as is typical of an undeveloped economy® About 80 percent of the population 
lives on farms, and the development of food processing industries is limited® 
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The supplying of food to the military forces would not bo 
seriously impaired* because of the "live off the land" policy whereby a 
good portion of military food requirements ar6 obtained from local sources 
and because of the primitive transportation used in supplying the balance. 

llo Textiles. 

The ectton and woolen textile industries are concentrated 
in the eastern areas* Shanghai alone has almost half of all the cotton 
spindles and over two-thirds of all the wool spindles in China. There 
are nearly 600 textile factories in the Shanghai area, and these ar© 
characterised by small-scale production. 

12. Forestry. 

Manchuria accounts for most of the Chines© lumber production. 
The Manchurian output is concentrated in the Kirin, Sungkiang, and Hokiang 
areas. Destruction of the sawmill capacity and thus of the output of lumber 
and other wood products of these areas would considerably reduce the 
availability of lumber and wood products. 
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A 8 Foreign Tra de Data for Communist China by Month durlng_195l 0 * 

China* o trade with the West in the first half of 1951 declined 
from the high level of the cccond half of 1950 0 Imports were reduced 
fTora $370 million US to about $875 to $300 million in 1951, while 
exports diminished from $260 million to probably $225 million* Ihis 
decline was offset to some extent by an increase in smuggling* 

Soviet Bloc trade with China has shown a remarkable growth in 1951 
and now constitutes the major portion of China J s trade« In 1950, 80 
percent of China*s import trade and 70 percent of export trad© were wife 
the West* By raid-1951 these percentages wore but 30 and 22, respectively, 
and trade with the USSR comprised about hit percent of China *s imports and 
51 percent of Its exports, ' From these percentages and the derived 
values of trade with the Wbst, trade can be calculated as follows* 


Foreign Trade of Conmunist China 
1951 

_______ _____ Millions of US Dollars 



Imports 

Exports 

Soviet-China Trade 

1*00 to l* 5 o 

515 

Satellite-China Trad® 

225 to 250 

. 260 

WasfeChina Trad® 

275 to 300 

225 

Total 

900 to 1.000 

1,000 


Ihe rapid shift in the trade pattern is principally the result of 
Soviet military aid to China but stems partly from the method of 
calculating trade with the Satellites* China has apparently included in 
the Satellite account all goods imported or exported to Boland or on 
Polish vessels regardless of origin or final destination* A largo part 
of this Polish trad® is only transit or transshipment toad® designed 
largely to evada Western tred© controls* 


*5- Sec fables 1 to h following p„ 18 * ■ 

- 11 - 

Approved For Release 2001f$ll#ill$f# 3 79S01011A000600010025-6 

CONFIDENTIAL 




Approved For Release 2001/08/31 : CIA-RDP79S0101JAp00600010025-6 

w CONFIDENTIAL 



Most of China's trade with the Vfest is with ths Western European 
countries o India and Pakistan at® important in direct trade and also 
as transshipment points, while Malay®., a major trading partner in the 
first quarter of 1951, has reduced its trade with China considerably 

sitice further controls wore added in Hay# 

' | ^ 

During 1951* southern China has been the major importing area for 
trade wlth Hong Kong and Macao (importing about H50 million)* while 
northern qMti& imported less than half that amount ($70 million)# Sio 
difference was accounted for largely by rubber imports through Canton# 

Much of this trade had previously gone directly to northern China. The 
importance of southern China is only a recent development# for in 1950 
northern China outranked it as an; importing area. The central area 
(that is, Shanghai) continued to be insignificant for Hong Kong-Macao trade# 

Rubber^ Chemicals, and minerals and their manufactures accounted 
for two-thirds of total imports through Hong Kong, both in the second half 
of 1950 and the first half of 195l» supplanting textiles, which had been 
a major import in early 1950. 

The Increasing enforcement of Western export controls has forced 
China to find mere transshipment points# Hong Kong and Macao ar© still 
important, but Belgium, the Netherlands, India, and Thailand are becoming ■ 
more&ctiW in the China trade. Cargoes are more and more frequently 
"manifested" to these Countries rather than to Hong Kong and then trans¬ 
shipped or shipped in transit to China directly or via. Hong Kong or Macao# 

Hong Kong and Macao continue to be the main sources for smuggling, 
but clandestine trade between China and Southeast Asia is fairly important# 
Mont of this trade is carried on Chinese junks, and the main item probably 
is petroleum products picked up in Borneo, Indonesia, and Malaya. 

Most of China’s trade, including a large part of Soviet-China trade, 
is seaborne# Burma is ttie one major land route connecting China to the 
Itest, but the amount of goods obtained through Burma is slighto Petroleum 
products and tire© are the main items reaching China over this route, 
alt ho ugh jeeps, caustic eod% and 5“ton trucks are other items in this 
movement# It is likely that 200 drums of gasoline, from 300 to UGO drums 
of oil, and from 300 to $00 tires a month have bean getting through to 
China as of late 1950 and early 1951. This is equivalent to about 25 
percent of Macao's shipments to China of these particular goods# However, 
th© total trade going through Burma to China is extremely small when 
compared with that through Macao# 
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